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OATH OR AFFIRMATION

|, Kelth Pipes, swear {or affirm) that, to the best of my knowledge and belief the acconipanying financial statement and supporting
schedules pertaining to the fim of Wescom Financial Services, LLC as of December 31, 2005, are true and comect, | further swear
(or affirm) that neither the company ror any partner, proprietor, principal officer or dire=tar has any proprietary interest in any account
classified solely as that of a customer, except as follows:  NONE.

This report ** contains (check all applicable boxes):

d  (a) Facing page.

{b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Cash Flaws.

{e) Statement of Changes in Stockholders’ Equity or Pariners’ or Sole Proprietor's Capile |.

{f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{9) Computation of Net Capital

{n) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

{i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Recondliation, including appropriate exptanation of the Computation of Net Capital nder Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule {5¢3-3.

{k) A Reconciliation between the audited and unaudited Statements of Financial Conditicn with respect to methods of cansalidation.

{1} An Oath or Affirmation,

{m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed sitice the date of the previous audit.

{0) Independent Auditor's Repori on Intemal Cantrol

BEOO0&ED OREEINEREEEBR

*For conditions of confidential treatment of certain portions of this filing, see section 240.17a- (&){3).
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Wescom Financial Services, LLC
(A Wholly Owned Subsidiary of
Wescom Holdings, LLC)
Financial Report

December 31, 2005

McGladrey & Pullen

Certified Public Accountants

MecGladrey & Pullan, LLP is 2 mamber fim of RSM Intarnational -
an affliation of separals and indepandent legal emtties.
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McGladrey & Pullen

Certified Pubic Accountants

INDEPENDENT AUDITOR'S REPOF.T

To the Board af Directors
Wescom Financial Services, LLC
Pasadena, Califomia

We have audited the accompanying statements of financial condition of Wes=cm Financial Services, LLC as of
December 31, 2005 and the: related statements of income, membership capi al, and cash flows for the year then
ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934, These financial
statements are the responsibility of the Company’s management. Qur resporsiifity is fo express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally acc2pted in the United States of America.
Those standards require that we plan and perform the audits to obiain reaso 1able assurance about whether the
financial statements are free of matenal misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as e valuating the overall financial statement
presantation. We believe olir audit provide & reasonable basis for our opinior.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Wescom Financial Services, LLC as of December 31, 2005 and the result; of its operations and cash flows for the
year then ended in conformity with accounting principles generally accepted .n the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic ‘inancial statements taken as a whole.
The information contained in Schedules |, !I, and 1l is presented for purpose:; of additional analysis and is nota
required part of the basic financial stataments, but is supplementary infarmatien required by rule 17a-5 under the
Securities Exchange Act of 1934, Such information has been subjected to th2 suditing procedures applied in the
audits of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole, .

%&%'&"47//%/ ler

Los Angeles, California
January 20, 2006

v L ouze-s.ann B8en

McGladray & Pulen, LLP is a mambar finm of RSM [nternationat =
an affillation of separate and Indepenaen! legai entitlas.
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WESCOM FINANCIAL SERVICES, LL(
STATEMENT OF FINANCIAL CONDITICN
DECEMBER 31, 2005
ASSETS
Current assets:
| Cash and cash equivalents $ 1643877
Accounts receivable 218,716
1,863,593
Investment in CUSO Financial Servicas, LP 1,736,849
Prepaid expenses 52,005
$ 3662447
LIABILITIES AND MEMBERSHIP CAPITAL

Current liabifities:
Accounts payable and other Habilities $ 359,823
Membership Capital 3,292,624
$ 3652447

2

The accompanying notes are an integral part of thia statement.
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WESCOM FINANCIAL SERVICES, LLY;
STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2005

Revenues
Commission income § 5,794,565
Other income 1,033,756
Total ravenue 6,828,321

Expenses
Compensalion and related benefits 1,804,685
Commissions 2,186,097
Clearing and execution fees 861,838
Operations 312,891
Other operating expenses and losses 60,068
Marketing and promotions 57,659
Professional and autside services 22,985
Total expenses 5,406,220
Net income $ 1422101

The accompanying notes are an inteqgral part of th.is statement, 3
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WESCOM FINANCIAL SERVICES, LLG
STATEMENT OF MEMBERSHIP CAPIT:\L
YEAR ENDED DECEMBER 31, 2005

Balance,

December 31, 2004 $ 2870523
Distribution to parent (1,000,000)
Net income 1,422101
Balance,

December 31, 2005 $ 3202624

4

The accompanying notes are an integral part of this statement.
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WESCOM FINANCIAL. SERVICES, LL(:
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2005
Cash flows from operating activities
Net income $ 1422101
Adjustments to reconcile net income lo net cash provided by operating activities:
Equity in eamings from investment in CUSO Financial Services, .F (535,662)
Decraase in accounts receivable and prepaid expenses 187,314
Decrease in accounts payable and other liabilifies (1,091)
Net cash provided by operating activities 1,072,662
Cash flows from investing activities
Distribution received from CUSO Financial Services, LP 123,980
Cash flows from financing activities
Distribution to parent (1,000,000)
Increase in cash and cash equivalents 196,642
Cash and cash equivalents, beginning of year 1,447,235
Cash and cash equivalents, end of year $ 1,643,877
5

The accompanying notes are an integral part of 1is. statement.
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WESCOM FINANCIAL SERVICES, LLG
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

Note 1. Nature of Business and Significant Accounting Policies

Nature of Business:

Wescom Financial Services, LLC (the “Company”) is a broker-dealer registeracl with the Securities and Exchange
Commission and is a member of National Association of Securities Dealers, nt. The Company is a wholly owned
subsidiary of Wescom Holdings, LLC {the Parent) that is a wholly owned subsidiary of Wescom Credit Union. The
Company was established primarily 1o provide brokerage services to members of Wescom Credit Union.

The Company received approval fram the National Association of Securities Jualers, Inc. to operate as a registered
broker-dealer on February 7, 2004

The Company operates uncer the provisions of paragraph (k)(2)(ii) of rule 1£¢<-3 of the Securities and Exchange
Commission and accordingly, is exempt from the remaining provisions of tha: nile. Essentially, the requirements of
paragraph (k)(2)(ii) provide that the Company clear all transactions on behalf of customers on a fully disclosed basis
with a clearing broker-dealer, and promptly transmit all customer funds and s ecurities to the clearing broker-dealer.
The clearing broker-dealer carries all of the accounts of the customers and miaintains and preserves all related books
and records as are customarily kept by a clearing broker-dealer.

A summary of the Company’s significant accounting policies follows:

Cash and Cash Equivalents;:

Cash and cash equivalents include deposits in Western Corparate Federal C redit Union (WesCorp), a corporate
credit union. The balance is insured by the National Credit Union Share Insu -ance Fund up to $100,000.

Revenue Recognition:

The Company receives commission income in accordance with the terms of an agreement with their clearing agent,
Commission income and refated expenses are recognized on a trade date tsis.

Taxes:

Wescom Financial Services, LLC is a single member limited ability compan and as stich is not subject to federal
and state income tax, Income or loss from the Company is passed through tn its member. The Company Is, however,
subject to state taxes on gross receipts.

Accounting Estimates:

The preparation of financial statements in confarmity with generally accepted & counting principles requires
management to make estimates and assumptions that affect the reported amc unts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statemerdts and the reported amounts of
revenues and expenses during the reporting period. Actual results could diffar frim those estimates.
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WESCOM FINANCIAL SERVICES, LL(:
NOTES TO FINANCIAL STATEMENT:.
DECEMBER 31, 2005

Note 2. CUSQ Financial Services, LP

The company is a limited partner in CUSO Financial Services, LP, which proviles broker-dealer and investment
advisary services to credit unions and credit union service organizations. The ¢ orpany owns 24 units, which
approximates an 11% ownership. The investment is accounted for under the e Jity method of accounting.

Note 3. Employee Benefit Plans

The Company also participates in Wescom Credit Union's 401(k) pension pl:in that allows employees to defer a
portion of their salary into the 401(k) ptan. The Company matches a portion «f employees’ wage reductions. Pension
costs are accrued and funded on a current basis. The Company contributed $175,447 to the plan for the year ended
December 31, 2005.

Note 4. Related Party Transactions

The Company is charged by the parent credit union, Wescom Credit Union, 1or certain expense allocations, including
the cost of office space and management support. These expenses, which a8 included in aperations, totaled
$124,100 for the year ended December 31, 2005.

The company has $1,603 on deposit with Wescom Credit Union at December 31 , 2005. The balance s insured by
the National Gredit Union Share Insurance Fund up to $100,000.

Note 5, Off Balance Sheet Risk and Concentration of Credit Risk

As discussed in Note 1, the Company's customers' securities fransactions aie ‘niroduced on a fully disclosed basis
with its clearing broker-dealer. The clearing broker-dealer carries all of the atcounts of the customers of the
Company and is rasponsiblz for execution, collection of, and payment of fumis and, receipt and delivery of securities
relative to customer transactions. Off-balance-shest risk exists with respect t3 thase transactions duse to the,
possibility that customers may be unable to fulfill their contractual commitme s wherein the clearing broker-dealer
may charge any losses it incurs to the Company. The Company seeks to mitiniize this risk through procedures
designed to monttor the credit worthiness of its customers and that customer transactions are executed properly by
the clearing broker-deater.

Note 6. Net Capitat Requirements

The Company is subject to the Securifies and Exchange Commission Unifonn Net Capital rule (Rule 16¢3-1), which
requires the maintenance of a minimum amount of net capital and requires tha: the ratio of aggregate indebtedness
to net capital, both as defined, shall not exceed 15 to 1. Rule 15¢3-1 also prevides that equity capitat may not be
withdrawn or cash dividends paid if the resulting net capital ratio would exce:2d 10 to 1. At December 31, 2005 the
Company had net capital and net capital requirernents of $1,258,054 and $23,388, respectively. The Company’s ratio
of aggregate indebtedness to net capital was 0.29to 1.
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WESCOM FINANCIAL SERVICES, LLC
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15C3-1
DECEMBER ¥, 2005 - SCHEDULE |

Total membership equity from statement of financial condition $ 3292624

Less nan-allowable assets:

Prepaid expenses and other assets § 52,006

Investment in CUSO Financial Services, LP 1,736,849

Accounts receivable from CUSQ Financial Services, LP i 219716
Total non-allowahle assats 2,008.570
Net capital before other deductions 1,284,054
Fidelity bond deductible above minimum allowed 25,000
Net capital $ 1,259,054

Aggregate indebtedness;
Accounts payable and accrued expenses ‘ $§ 358,823

Computation of basic net capital requirement
Minimum net capital required

{Greater of $5,000 or & 2/3% of aggregate indebtedness) $ 23,988
Net capilal in excess of minimum requjrement § 1235066
Ratio of aggregate indebtedness lo net capital 0.29¢0 1

Statement pursuant to paragraph (d) of rule 17a-5:

There are no matenial differences between the amounts presented in the coniptations of net capital set forth above
and the amounts as reported in the Company's unaudited Part llA Quarterly 0OCUS Report as of December 31,

2005.
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WESCOM FINANCIAL SERVICES, LL(:
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15C3-3
DECEMBER 34, 2005 - SCHEDULE Il

F-788

None, the Company is exempt from rule 15¢3-3 pursuant to the provisions of subparagraph (k)(2)(ii) thereof.
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WESCOM FINANCIAL SERVICES, LLG
INFORMATION RELATING TO POSSESSION OR CONTR1)L REQUIREMENTS
UNDER RULE 15C2-3
DECEMBER 31, 2005 - SCHEDULE Il

F-T88

None, the Company is exempt from rule 15¢3-3 pursuant o the provisions of subparagraph (kK{2)(ii) thereof.

10
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McGladrey & Pullen

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT ON INTERHAL CONTROL

To the Board of Directors
Wescom Financial Services, LLC
Pasadena, California

In planning and perfarming our audit of the financial statements and supplen ental schedules of Wescom Financial
Services, LLC (the Company), for the year ended December 31, 2005, we considered its intemat control, including
cantrol activities for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on intemnal control,

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commi sion (SEC), we have made a study of
the practices and procedures followed by the Company, including tests of co npliance with such practices and
pracedures that we considered relevant to the objectives stated in rule 17a-£(g) in making the periodic computations
of aggregate indebtedness and net capital under rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of rule 15¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and procedures followed
by the Campany in any of the following:

{1) Making quarterly securities examinations, counts, verifications, and comparisons
{2) Recordation of differences required by rule 17a-13

(3) Complying with the requirements for prompt payment for secur ties under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System,

The management of the Company is responsible for establishing and maintsining internal control and the practices
and procedures referred to in the preceding paragraph, In fulfilling this respo wibility, estimates and judgments by
management are required to assess the expected benefits and related costs of controls, and of the practices and
procedures referred to in the preceding paragraph, and to assess whether those praclices and procedures can be
expected fo achieve the SEC's above-mentioned objectives. Two of the objetives of intemal control and the
practices and procedures are to provide management with reasonable but nut absolute assurance that assets for
which the Company has responsibility are safeguarded against loss from umiwthorized use or disposition, and that
transactions are executed in accordance with management's authorization a1d recorded properly to permit the
preparation of financial stataments in conformity with accounting principles gsrierally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procetlu:es listed in the preceding paragraph.

MeGladroy & Pulien, LLP is a mambar fimn of RSM Intemational -
an afffiation of separata and ndapandant legal entitles,
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Wescom Financial Services, LLC Page 2

Because of inherent limitations in internal control or the practices and procec urss referred to above, enor or fraud
may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk that
they may become inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate, Qur consideration of internal control would not ne essarily disclose all matters in intemal
control that might be material weaknesses under standards established by tr e American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or oper:ion of the specific internal control
components does not reduce to a relatively low level the risk that erfor or frand in amounts that would be material in
relation to the financial statements being audited may oceur and not be deterted within a timely period by employees
in the normal course of performing their assigned functions. However, we no e« no matters involving internal control,
including control activities for safeguarding securities that we consider to be nsterial weaknesses as defined above.

We understand that practices and procedures that accomplish the abjectives referred to In the second paragraph of
this report are considered by the SEC {0 be adequate for its purposes in acenriance with the Securities Exchange
Act of 1934 and related regulations, and that practices and procedures thal ¢ o not accomplish such abjectives in all
material respects indicate a material inadequacy for such purposes. Based on this understanding and on our study,
we believe that the Company's practices and procedures were adequate at Clecember 31, 2005, to meet the SEC's
objectives.

This report is intended solely for the information and use of the Board of Dire=tors, management, the SEC, the
National Association of Securities Dealers, Inc., and other regulatory agencie s that rely on rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not ba used by anyone other than thesa specified parties.

%&%'4&7 S lle, ter

Los Angeles, Califarnia
January 20, 2006
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Wescom Financial Services, LLC

Auditor's Communication to the
Board of Directors

McGladrey & Pullen

Certified Pubic Accountants

MeGladrey & Pullen, LLP iz 8 membar firm of RSM Intsrnational ~
an amliation of separla and indepanden| [agal entiies.
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McGladrey & Pullen

Certified Public Accountants

February 13, 2006

To the Board of Directors
Wescom Financial Services, LLC
Pasadena, California

This letter is intended to infurm the Board of Directors about significant matters related to the conduct of the annual
audit of Wescom Financial Services, LLC (WFS), so that it can appropriately discharge its oversight responsibility,
and 5o that we comply with our professional rasponsibilities to the Board of Cirectors.

The following summarizes various matters that must be communicated to you under auditing standards generally
accepted in the United States of America.

THE AUDITOR'S RESPONSIBILITY UNDER GENERALLY ACCEPTED AL DITING STANDARDS

Our audit of the financial statements of Wescam Financial Services, LLC for he year ended December 31, 2005 was
conducted in accordance with auditing standards generally accepted in the & niled States of America. Thase
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement, whether caused by error, fraugulent financial reporting, or
misappropriation of assets. An audit includes examining, on a test basis, evic erce supperting the amounts and
discliosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
Accordingly, the audit was designed to obtain reasonable, rather than absolute. assurance about the financial
statements. We believe that our audit accomplished that objective.

SIGNIFICANT ACCOUNTING POLICIES

The Board of Directors has the ultimate responsibility for the appropriateness of the accounting policies used by
WFS. WFS did not adopt any significant new accounting policies hor have th2re been any changes in existing
significant accounting policiss during the current period that should be broug 't *o your attention for approval.

SIGNIFICANT OR UNUSUAL TRANSACTIONS

We did not identify any significant or unusual transactions in controversial or emerging areas for which there is a lack
of authoritative guidance or consensus.

MANAGEMENT JUDGMENTS AND ACCOUNTING ESTIMATES

Accounting estimates are an integral part of the preparation of financial statem:2nts and are based upon
management's current judgment. The process used by management encompiasses their knowledge and exparience
about past and current events and certain assumptions about future events. Vianagement has informed us that they
used all the relevant facts available to them at the time to make the best judg ments about accounting estimates, and
we considered this information in the scope of our audit.

McGlndrey & Pullen, LLF is a member firm of REM Intemadonal -
a0 atiiation of toparate and Indanandernt keQa| Bntidex.
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To the Board of Directors
Wescom Financial Services, LLC
February 13, 2006

Page 2

AUDIT ADJUSTMENTS

There were no audit adjustments made to the original trial balance presentec t us at the beginning of our audit.
QOTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL STATEMENTS

We were notified that the audited financial statements were not inchided in any document.

DISAGREEMENTS WiTH MANAGEMENT

We encountered no disagreements with management over the application of sinificant accounting principles, the
basis for management's judaments on any significant matters, the scope of the audit, or significant disclosures to be
included in the financial statements.

CONSULTATION WITH OTHER ACCOUNTANTS

We are not aware of any consultations management had with other accountz nts about accounting or auditing
matters.

MAJOR ISSUES DISCUSSED WITH MANAGEMENT PRIOR TO RETENTION

No major issues were discussed with management prior to our retention to priorm the aforementioned audit.
DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT

Wa did not encounter any difficulties in dealing with management relating o ihe performance of the audit.
CLOSING

This letter is intended solely for the information and use of WFS's Board of D rectors and management, and is not
intended fo be and should not ba used by anyons other than the specified partias.

After you have had an opportunity to review this letter, we would be pleased o discuss the mafters contained harein
with you.

/%.%a% //m% Lep

sk b awct drn05 nh

END




